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VIRGINIA:
BEFORE THE VIRGINIA GAS AND OIL BOARD

IN RE:

Application of Oxy USA, Inc.
for l'creed Podling of. Interests in a Drilling Unit

Affected ly Well Number CMB P-35, VGOB 0521-119 in the
Garden Magisterial District of Buchanan County, Virg .nia

This cause came on this 21st day of May, 1991, ipon the

applicaticn of Oxy USA, Inc. requesting that this Board pool the

interests of well operators in the 80-acre (plus a tol4 .ance of

154) dril] ing units established for the Oakwood Coalbed Methane

Field in the Garden Magisterial District of Buchanan County,

Virginia. Notice of the filing of the application herei i and of

the time, date and place of the hearing thereon was ,uly and

properly given to each well operator of record having an interest

in the occ Luded coalbed methane gas below the Tiller seas of coal

underlying the tracts within the drilling unit covered hi.reby as

reguired br Section 45.1-361.19of. the Code of Virginia, 1950 as

amended. The Board examined the Notice as given and further

conducted Lnquiry into the sufficiency of Oxy USA, Inc.'; search

to determine the names and whereabouts of well operators who may

be affecteL by the pooling of occluded coalbed methane gis below

the Tiller seam of coal in the drilling unit involved here n. The

Board finds that Oxy USA, Inc. has exercised due diligence and has

conducted n meaningful search of reasonably available soi~rces at
hand, including, but not limited to, grantor/grantee index~a, deed

books, will records, tax records, local telephone books and has had

conversations and correspondence with interested partieii. The



Board he~.eby approves the notice given, by publica:ion and

otherwise as meeting the statutory requirements, rul4 < of the

Board and minimum standards of state and federal due pro ess, and

finds that notice has been given in all respects as requizi~d by law

and the niles of this Board.

Basec, upon the evidence presented, the Board finds that the

following named persons may be owners of occluded coalbeil methane

gas interests below the Tiller seam of coal, which i.re held

pursuant ".o a lease or other agreement, in the drill .ng unit

involved 1 ierein who have not voluntarily agreed to po i il their

interests in this unit for its development and operation;

1. J. C. Franks, 621 Peavler Street, Marion, VA 2< )54

Estil Pranks, Estate, c/o Bessie Pranks, 411 Sc ith 10th
Street, Livingston, MO 59074

3. 2arrett X. Franks, P. O. Box 3054, Center Line, I I 48015

4. :bath F. Officer, 1472 Magella Circle, Orlando, F ~ 32818

:farvey H. Franks, Route 1, Box 2437, Berryv: lie, VA
!2611

6. l)orothy Casteel, Route 3, Box 175, Pikeville, T I 37367

7. Carl F. Metcalf, 1115 Smith Street, Bedford, VA 24523

8. Clell W. Metcalf, Box 224, Loyall, KY 40854

9. Lvelyn Wright, Route 1, Box 490, Coeburn, VA 2'230

10. (harlie Arthur, 1214 Oakwood Street, Bedford, V.I 24523

11. '3'. Z. Bondurant, Box 758, Lebanon, VA 24266

12.

13.

( . R. C. Stuart, d/b/a Intermont Land Company, TI e Bank,
Bain Street, Abingdon, VA 24210

8 ill 1am W. Eskridge, d/b/a Intermont Land (', company,
Westwood Estates, Abingdon, VA 24210



14. James P. Jones, d/b/a Intermont Land Comg any, 107
Hillside Drive, Abingdon, VA 24210

15. John H. Hemmings, d/b/a Intermont Land Company, l'.restview
Drive, Abingdon, VA 24210

16. Stephen M. Hodges, d/b/a Intermont Land Comliany, 237
Mason Place, Abingdon, VA 24210

17. Linda Schrack, individually and as Executri:i of the
Estate of Nermal Whited, 1180 West Cook Road, K,nsfield,
OH 44906

18. Mary S. Snyder, individually and as Co-Executr.lx of the
Estate of Nermal Whited, 59 College Street, Butler,
OH 44906

19. Laura L. Galvan, 4935 Campbell Avenue, Apt. 14,, an Jose,
CA 95130

20. Natti J. Schmidt, 2019 Bentwood Drive, Clinapagne,
IL 61821

21. William H. Whited, 4711 Fourth Street, West Lehigh
Acres, FL 33936

22. Robert T. Whited, Route 2, 13951 Bell Road, ai isconsin
Rapids, WI 54494

23. fames W. Harman, Jr., Esquire, P. O. Box 88, 'l,izewell,
'fA 24651

24. ;teserve Coal Properties Company, c/o Consolidat .on Coal
i:ompany, Consol Plaza, 1600 Washington Road, Piti,sburgh,
I'A 15241

25. I/dwards & Harding Petroleum Company, P. O. Bi:z 2404,
iibingdon, VA 24210

26. ]lonald A. Clyborne, et ux, 601 NW, 80th Street, cattle,
li IA 98117

27. I,'arl May, 3003 Forsythia, Billings, MO 59102

28. Freda Meister, 2111 Pueblo Drie, Billings, MO S,i102

29. aianda Rose, Box 7222, Wise, VA 24293

30. Nona Wicks, 2820 Lyndale, Billings, NO 59102



.oL.

booK Ã5 PaoE 476

Base l upon the evidence presented, the Board finds that, in

order to avoid the drilling of unnecessary wells, pri~vent the

various t ipes of waste and protect the correlative righ,s of all
owners anil potential owners of occluded coalbed methane gas with

respect to the drilling unit involved herein, the o» >era and

potential owners of occluded coalbed methane gas involved who have

not heretofore reached an agreement with respect to develo ment and

operation of the drilling unit covered hereby shall be rei,uired to

pool theiz coalbed methane gas interests below the Tille> seam of

coal for tae development of this drilling unit, upon the t arms and

conditions set out in this order, all of which terms and c< wiitions

are found, after consideration of the evidence presented in this

cause, to be supported by substantial evidence and to ie just,
reasonable and equitable and such as will afford each occluded

coalbed methane gas owner and potential owner in this ,nit the

opportunit < to recover or receive just and equitable i~hare of

production from this unit.

Based upon the evidence presented at the public he,Iring in

this matte~;, the Virginia Gas and Oil Board orders as fol ows:

(1) ')he interests of well operators, as named above, in this

80-acre (with a tolerance of 154) drilling unit establishe . in the

lands involved herein for the Oakwood Coalbed Methane Gas P'ld are

hereby pooled for the development and operation of this unit. Oxy

USA, Inc., is hereby authorized to drill, complete and o>karate a

well in this drilling unit so as to produce occluded .oalbed

methane gas from the pooled acreage, consistent with the t<inas and
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provision s of'ts applicable well work permit and the Oa)n )od yield

Rules.

(2) Each owner or potential owner of occluded coalbail methane

gas below the Tiller seam of coal involved herein, other than Oxy

USA, Inc., shall, within 30 calendar days after the date o 'ailing
this Orde], deliver to Oxy USA, Inc., P. O. Drawer Q, R chlands,

VA 2463 L, a written election either to participate in the

operation of the well covered hereby or to exercise N hach well

operator'a right of election under this order as describii3 below.

A timely slection shall be deemed to have been made i a well

operator cn or before the last day of such 30 calendar Chip period

has sent siich written election by telegram or telegraph to Dxy USA,

Inc., or has had such written election duly postmarked and has

placed such written election in the United States mai , first
class, postage prepaid, duly addressed to Oxy USA, Inc., at the

address set forth above. The alternatives afforded to l,he well

operators lserein pooled are set forth below.

Bach included coalbed methane gas well operator or p»tential

well operator herein pooled claiming an interest as to the, ccluded

coalbed selhane gas below the Tiller seam of coal derived 'rom any

tract withLn the drilling unit involved herein is acco> Red the

following (options as to such interest:

(a) ]>articinatlon: To participate in the working . nterest

in and the development of the occluded coalbed methane cpis below

the Tiller seam of coal in the drilling unit involved hc ..ein by

agreeing tci pay such well operator's proportionate part of the
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actual coiit of drilling, completing, equipping, operating plugging

and abandoning of the well covered hereby and by payin y as set
h owner's ro rtiona i art offorth heriiin to Oxy USA, Inc., suc p po P

the $236,!i90.00 estimated cost of drilling, completing, e

operating, plugging and abandoning of the proposed wel

hereby. 9 participating well operator's proportionate p

luipping,

covered

t of the

anticipatcid cost of completion and share of the produc ion from

such well shall be in the proportion that the number of nel mineral

acres in the unit covered by the occluded coalbed me

rights owr ed by such party bears to the entire number o

acres in this unitl or

(b) Carried interest: In lieu of participatin

working interest in and the development of the pool

drilling unit, as set forth in subparagraph (i) above, to

iane gas

mineral

in the

in this

elect to

share in txe operation of the well covered on a carried 1 isis (as

a carried well operator) so that the proportionate part of the

actual cost of drilling, completing, equipping, operating, ilugging

and abandoning of such well allocable to such carri id well

operator's interest is charged against such carried well op~.rator's

share of Iroduction from such well. All of such carr) ad well

operator's occluded coalbed methane gas rights below the Tiller

seam of cd.l in the pool in the drilling unit involved he ein are

relinquished under this order to Oxy USA, Inc. until the roceeds

from the si,le of the share of production from such well ccruing

to such carried well operator's unleased interest in the rilling

unit involved herein, exclusive of any royalty, ex sss or
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overriding royalty, or other non-operating or non-cos

burden rc,served in any lease, assignment thereof or

relating thereto covering such interest, equals thre

percent (:1004) for a leased interest or two hundred pere

for an un.Leased interest of the share of the cost of dri

bearing

igreement

hundred

it (2004)

ling and

completini( the well all ocable to the occluded coalbed mel hane gas

interest of such carried well operator; plus one hundred'ercent

(1004) of the carried operator's share of the cost o surface

equipment beyond the wellhead connection of such well all cable to

the interi.st of such carried well operator; ylga on

percent (:.OOS) of the share of the cost of operating

hundred

ich well

allocable to the occluded coalbed methane gas interest of such

carried well operator. Such carried well operator's prop Ltionate

part of tlute costs of, and the production from, the wel covered

hereby is to be in the proportion that the number of ne mineral

acres in ".he unit covered by the occluded coalbed me ane gas

interest o wed or potentially owned by such carried well iperator

bears to tjie entire number of mineral acres in such unit During

the period of time Oxy USA, Inc. is entitled to race ve such

carried wc 11 operator's share of production or the

therefrom, Oxy USA, Inc. shall pay all applicable pr

severance, excise, gathering and any other taxes based

measured b> the value or amount of production and shall sej

calculate and pay to such carried well operator for paymeni

appropriate owner any royalty, excess or overriding royalt

other non-operating or non-cost bearing burden reserved

roceeds

uction,

upon or

arately

to the

and any

in any
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lease, assignment thereof or agreement relating theret which is
deducted from the share of production of such cars led well

operator. Such royalty, excess or overriding royalty i.nd other

non-opera:ing or non-cost bearing burden is not to be ibject to

any charge~ for operating costs. Payment by Oxy USA, In to such

carried wsll operator of any such royalty, excess or

royalty oi other non-operating or non-cost bearing burde

erriding

shall be

made with:.n ninety (90) days after the end of the calen ar month

within which the production subject to such burdens .s sold.

Within si'.Cy (60) days after the completion of the wel: covered

hereby, Osy USA, Inc. shall furnish such carried well op rator an

inventory of the equipment in and connected to such wel . and an

itemized statement of the cost of drilling, comply,ing and

equipping such well for production; and for each month the veafter,

during ths. time Oxy USA, Inc. is being reimbursed as

above, Oxy USA, Inc. shall furnish to such carried well

an itemizeil statement of all costs and liabilities incurr

operation sf such well, together with a statement of the

of occludel coalbed methane gas produced thereirom and

of proceedn realized from the sale of the production all
such carried well operator's interest in the unit du

preceding sonth. Oxy USA, Inc. shall also furnish to the S

and Oil Inspector, copies of the same statements furnished

carried we.'.1 operator under the provisions hereof. An

realized f].'om the sale or other disposition of equipme

acquired in connection with any operation on the well

>rovided

operator

T in the

(uantity

. amount

;able to

Lng the

ate Gas

to each

amount

newly

:overed
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hereby which would have been owned by such carried well operator

had such owner participated therein as a participat Lng well

operator shall be credited against the total uncovered ~11 costs

in determining when the interest of such carried well operator

shall revort to such owner as described above. When Oxy ISA, Inc.

recovers .'rom such carried well operator's relinquished interest

provided for above, the relinquished interest of such ca ied well

operator shall automatically revert to such owner, and from and

after suck, reversion, such carried well operator shall b treated

e same interesas a part:.cipating well operator and shall own th t
in such well, the material and equipment in or pertainini thereto

and the production therefrom, as such owner would h

entitled to had such owner participated initiall
participating well operator in the drilling, comple

equipping i)f such well; and thereafter, such owner shall b

with and shall pay the owner's proportionate part of th

costs of tee operation of such well.

(c) i'ash Consideration: In lieu of participatin

ve been

as a

ing and

charged

further

in the

working interests in and the development of the drill..ng unit

involved bahrein, any owner of an unleased interest may :lect to

receive a num of ONE DOLLAR ($1.00) per net mineral acre wned by

such owner plus a total royalty in the amount of one-e: ghth of

eight-eighths (1/8th of 8/Sths) of the occluded coalbed metl.ane gas

and gas coIdensate produced from the well covered by thi Order,

the same to be delivered into the lease tanks or into the p pelines

to which sxch well is connected, free and clear of all costs,



'I

(T)N( 375 we 482

expenses and risks incurred in or in connection with (rillingng,

equipping, operating, completing, plugging and abandoni < of such

well. An ~ well operator electing this option shall del er under

this Order a net revenue interest of 87.504 of 8/8 of the

occluded coalbed methane gas and gas condensate produced from the

well covered by this Order, with such net revenue inter st being

determine>I by deducting from such owner's share of prod'ion the

royalty piovided for immediately above; and provided furt,er, that

such royalty of 1/8th of 8/Sths and such net revenue in Brest of

87.504 of 8/Sths shall be proportionately reduced and payable only

in the proportion that the number of net mineral acres in the

drilling unit covered by the occluded coalbed methane gas rights

owned by such well operator bears to the entire number o
'cresin this unit; or

mineral

(3) tn the event a well operator, either an own

occluded coalbed methane gas lease or an owner of an

tract, who is subject to the provisions of this Order s

to timely and properly elect, in writing, one of the a

options as set forth above, such well operator shall be

have elects,d not to participate in the working interest in

covered hereby and shall be deemed to have leased his int

the occluded coalbed methane gas to the designated coalbed

gas well operator. In the event a well operator, either

of a lease interest or an owner of an unleased interest,

subject to the provisions of this Order shall elect to

participating well operator under 2A.(i) or B.(i) above, w

of an

Lnleased

.11 fail
ilicable

iemed to

.he well

rest in

methane

n owner

who is
:t as a

i.chever

10
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is applicable, but thereafter fail or refuse to pay or ~ recure the

payment of such well operator's proportionate part of tk.! cost of

the well covered hereby as set forth in such provisi

election '.o act as a participating operator under this O

be null and void and such well operator shall become a ca

operator consistent with the terms and provisions of thi

(4) If any payment of bonus, royalty payment or oth

due and owing under this Order cannot be made because t
entitled thereto cannot be made certain due to conflicti
of ownersl'.ip and/or a defect or cloud on the title, then

bonus, ro>alty payment or other payment shall be deposite

ns, such

ler shall

.ied well

Order.

payment

e person

g claims

uch cash

into an

escrow account within one hundred eighty (180) days after the date

of this O> der and shall not be commingled with any fund ~ of the

applicant or unit operator. Such funds shall be held for the

exclusive use of, and sole benefit of, the person entitle thereto

until suc), funds can be paid to such person(s) or th: holder

relinquishes such funds to the Board as required by lani or the

Board. Ati.ached hereto is a listing of all persons whose .nterest

is uncerta,i.n.

If any person whose interest is pooled hereby re ases to

accept the cash bonus consideration or if any such perso cannot

be paid thi> cash bonus, royalty payment or any other pa)nugent due

hereunder 1.'or any reason other than the reasons set fortl: above,

the unit operator may deposit such cash bonus, royalty paisent or

other payment into an escrow account established in the acI ounting

records of unit operator and such funds shall be credited Co such

11
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account for the benefit of such person. Such funds so

in such escrow account shall be held for the benef

person(s) entitled thereto until such funds can be paii

person(s) or until they are required to be paid

keposited

of the

to such

to the

Commonwea.'Lth.

With:.n thirty (30) days of the expiration of an and all
election )triode provided in paragraph 2, the designate

shall tender to the State Gas and Oil Inspector a

operator

otarized

statement of all disputed claims, specifically, including a

breakdown of the type of interest, mineral ownership and pi

of ownersxip. This statement shall be used in crea

establishing the escrow accounts required by this Order.

rcentage

,ing and

If any

changes in the status of conflicting claims occur, the d Iignated

operator shall immediately notify the State Gas and Oil xspector

and withixi thirty (30) days submit an amended dispute

statement.

claims

Within 30 days of receipt of a certified copy of

legal dete:mination of entitlement or upon receipt of an

signed by all claimants, the Board shall order payment of p

and accruei interest from the escrow account described

ie final

[reement

~ incipal

,'bove to

all persons legally entitled thereto.

(5) )ny well operator involved herein who has not

in responsit to the notice of hearing published pursuan

provisions of Section 45.1-361.19, Code of Virginia,

amended, azd whose identity or whereabouts remains unkno

conclusion of the hearing in this matter shall be deemed

ppeared

to the

'50, as

at the

:o have

12
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elected to lease his interest to the coalbed methane tc the well

operator designated to drill as described in paragraph 1, xnder the

same terss and conditions as set forth in paragraph (i ) above

The desi(mated well operator shall deposit into a iieparate,

distinct interest-bearing escrow account establishedI

Virginia 2as and Oil Board with the Treasurer of Vir

by the

linis all
proceeds attributable to the unknown lessor's interest. All sums

so depose:ed shall be held for the unknown lessor's be efit and

shall be deemed unclaimed property and disposed of pursue

Uniform Disposition of Unclaimed Property Act (Section

t to the

5-210.1,

Any cash bonus which becomes payable by Oxy (A, Inc.

under the provisions of 2(c), above, shall be paid or I:endered

within th5rty (30) days after the date of this Order; n ."ovided,

however, if the owner entitled to such funds releases the same, or

if such owner's interest in the unit involved in this ca ie has a

defect or "loud in the title thereto, or if such owner mnot be

paid such funds for any reason whatsoever other than the reasons

set forth Ln paragraph 2 and 3 above. Oxy USA, Inc. may

(credit) such funds due such party into an internal escro

establishal in the accounting records of Oxy USA, Inc.

funds shel:. be credited to such account for the benefit

deposit

account

nd such

nf such

owner. Such funds so deposited (credited) in such escrow account

shall be held for the benefit of the owner entitled there o until

such funds can be paid to such owner, or such owner acce :s such

13



500K 375 PAGE 486

funds, oz until such title defect or cloud is cured or

the satisfaction of Oxy USA, Inc.

(7) Oxy USA, Inc., in addition to any other right

amoved to

afforded

such party under the laws of Virginia, shall have a lii n on the

mineral :.easehold estate or rights owned by the ot ver well

operators involved herein in the unit covered hereby and >on their

shares of the production from the well covered hereby to ie extent

that costs incurred in the development and operation of the

drilling c.nit involved herein are a charge against such i.terests.
Such liens shall be separable as to each separate well opei ator and

shall remain a lien until all costs incurred in connectio with the

Upon the failure or refusal of anywell have been paid

rtici tin well o erator to a such well o srator'apa g P P Y 8

proportionate part of any cost incurred hereunder in c reaction

with the siell covered hereby, shall be entitled to re iive the

share of )roduction from the well accruing to such d .'aulting

participating well operator's interest in the unit involvec herein,

or the pro:eeds from such share, until such proportionate part of

such cost has been paid. No part of the production or proceeds

accruing to any participating well operator shall be appli ( toward

payment of costs chargeable to any other interest in sui,h unit.

If any parCicipating well operator fails or refuses to ] ay such

well operator's proportionate share of the cost incurred h reunder

in connection with the well covered hereby within sixty ( 0) days

after rendition of a statement therefore by Oxy USA, Inc., he non-

defaulting participating well operators, including Oxy US)i, Inc.,

14
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shall, upon request by Oxy USA, Inc., the un ai
o that the interest of each such non-E <faulting

pay p d amon ot in the

proportio

participating well operator bears to the total interes

such non-defaulting well operators. In such event

defaultin l participating well operator so paying

operator'i> share of the unpaid amount shall, t
reimburselent thereof, be subrogated to the lien rights

s of all
ach non-

ich well

obtain

,escribed

above.

(8) If the well involved herein has not been comme

the date i)f this Order, shall commence or cause to be

operationI on such well within three hundred and
sixty->'365)

dayi, from the date of this Order and in any even

continue cr cause to be continued operations under this

diligence; otherwise, the provisions thereofdue

inoperative and this Order shall terminate, except for

sums becoming payable hereunder, unless the time of co

of such operation is extended by an Order of the Board.

,ed as of

ommenced

ive days

shall

5er with

iall be

any cash

>ncement

(9) i)xy USA, Inc. shall, within thirty (30) dayi, after

completion, tender to the State Gas and Oil Inspector an;.temized

statement reflecting the actual cost of drilling, e

completing, plugging and abandoning the well. Additional

statements reflecting actual operating costs shall be furn

the State Gas and Oil Inspector on a quarterly basis.
actual cos".s of drilling, completing, equipping, plug

abandoning the well is different than Oxy USA, Inc.'s es

ipping,

temized

shed to

If the

ng and

imates,

15
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appropri e adjustments to the burdens imposed

participating or carried operator's share shall be made.

(10) Oxy USA, Inc. shall cause a certified copy of

to be ma ed to the last known address of each well o

on each

>is Order

rator as

listed in this Order.

The elief granted by this Order is to avoid the dr lling of

unnecessa y wells, prevent the various types of waste or occluded

coalbed methane gas and protect the correlative right of all
owners wi1

herein.

Done

majority o

Done

nd executed this 9/ day of ///~ 1I

the Virginia Gas and Oil Board.

nd performed this day of

'll, by a

respect to the pools in the drilling unit involved

1991, by o 4er of this Board.

Pfigfkipal Executi to t
pFirginia Gas d Oil

> Staff,
Board

16
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State of Virgin..a
County of Washl>Niton

Acknowledged os this BJ day of'ÃD~ 1991
personally before me a notary public in ind for the State of Virg,nia

,en"""nppg/tred Benny Sampler, being duly sworn did depose and say that bi is''A 'lshiflg/tn of th t virginia Gas and oil Board, that he ezecuted the casu, and

( "1

,'r<~".... ~scion es pires 9/23/92

''""""IBalHfe of Virgini e
Cou'rity of Washin iton

s%
Acknowledged on this t > J day of /K~ 1991
personally befcre me a notary public in and for thg State of Virgi tia
appeared Byron T.tomas Palmer, being duly sworn did depose and say that h is

„"""tt'Bri 1 gzecutlve to the Staff of the Virginia Gas and Oil Board thai he
tefb'the sam> and wgs authorised to do so.

''',:--'K~ -"'=-.Q.J3,~
@rphijlpch~ibn ezidres 9/23/92
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In the Cler t'e Ofhce of the Circuit Court of Buchanan County. The foregoing inetrumm t
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